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October    15,    1971 


OFFICE  OF 

E.  V.  "Sonny"  OMIIOLT 

STATE  AUDITOR 

COMMISSIONER    OF    INSURANCE 

INVESTMENT   COMMISSIONER 

CENTRM.   PAYROLL    SYSTEM 

STATE    FIRE    MARSHAL 

Helena, Montana  59001 


The  Honorable  Forrest  H.  Anderson 

Governor 

State  of  Montana 

Helena,  Montana      59601 

Re:   Annual  Report 

In  accordance  with  the  requirements  of  Section  82-4002,  R.C.M., 
1947,  there  is  herewith  transmitted  to  you  the  report  of  the 
State  Auditor  covering  the  fiscal  year  ended  June  30,  1971. 

It  is  the  purpose  of  the  State  Auditor,  as  an  elective  officer, 
to  serve  the  citizens  of  this  state  and  our  colleagues  in  the 
manner  and  spirit  established  by  the  laws  and  constitution  of 
the  State  of  Montana.   This  has  been  done. 

In  accordance  with  the  statutory  responsibility  of  functioning 
as  Ex  Officio  Commissioner  of  Insurance,  Investment  Commissioner, 
Hail  Insurance,  State  Fire  Marshal  and  Director,  Central  Payroll 
the  State  Auditor  must  delegate  specific  and  assigned  duties  to 
deputies  and  assistants  possessing  technical  knowledge  and  skill 
commensurate  with  the  tasks  at  hand.   It  is  obviously  anticipated 
a  collation  will  develop  through  the  years  between  the  public's 
demand  for  additional  services  from  the  State  Auditor's  office 
and  the  need  for  even  greater  proficiency  through  the  assistance 
of  key  professionally  trained  personnel. 

With  these  suggestions  this  report  is  respectfully  submitted. 


fefc. 


E.  V.  "SONNY"  OMHOLT 
State  Auditor 


EV0:eh 
Encl. 


THE  INSURANCE  AND  INVESTMENT  DEPARTMENTS  WERE  CREATED  FOR  THE  PROTECTION  OF 

THE  CITIZENS  OF  MONTANA.     USE  THEM! 


AUDITOR 

The  office  of  the  Montana  State  Auditor  is  an 
elective  office.   The  Auditor  serves  a  four  year  term.   The 
office  was  created  in  1885  by  the  Montana  Constitution 
Article  VII,  Section  1.   Laws  of  Montana  governing  the 
operations  of  this  unit  of  government  are  contained  in 
Sections  79-101  through  79-109,  R.  C.  M.,  1947. 

The  State  Auditor  is  also: 

A.  Ex  Officio  Commissioner  of  Insurance, 
Section  40-2701 

B.  Ex  Officio  Investment  Commissioner, 
Section  15-2001  through  15-2025 

C.  State  Fire  Marshal  -  appointed  by 
State  Statute  in  1911;  Section  82-1202 

D.  Director  State  Central  Payroll  -  created 
in  1969;  Section  25-5071 

E.  State  Board  of  Hail  Insurance  - 
transferred  to  the  office  of  the  State  Auditor 
by  Executive  Reorganization  -  1971  Legislative 
Session 

The  goal  of  the  State  Auditor  is  to  superintend  the 
fiscal  concerns  of  the  State  through  a  system  of  checks  and 
balances  which  enable  him  to  suggest  plans  for  improvement 
and  management  of  public  revenue. 

Objectives  of  the  State  Auditor  are  to  discharge  the 
responsibilities  and  perform  the  duties  of  the  office  in  a 
courteous  and  efficient  manner  in  order  that  both  the  public 
as  well  as  other  state  agencies  and  offices  can  derive  helpful 
assistance  in  matters  of  state  accounting  and  bookkeeping. 
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PRINCIPAL  GOALS 

The  Administrative  Support  program  of  the  office 
of  State  Auditor  is  concerned  principally  with  the  protection 
of  Montana  residents  in  matters  of  insurance,  investments, 
fire  and  hail  and  all  attendant  problems,  as  well  as 
providing  state  records  for  legislative  groups  and  authorized 
persons . 

The  goal  is  to  provide  effective  direction  to, 
and  coordination  of  the  various  programs  and  activities 
carried  out  in  the  Auditor's  office. 


MAJOR  ACCOMPLISHMENTS 

The  major  accomplishment  of  the  office  of  the 
State  Auditor  remains  as  striving  for  maximum  productivity 
and  efficiency  in  all  programs  in  order  to  better  serve 
the  public  and  state. 


FINANCIAL  RECAP  -  ADMINISTRATION 


Personal  Services  $  91,438.03 

Operations  8*4,108.58 

Capital  10,341.12 

Grants  and  Benefits  0 

Total  Expended  $185,887.73 
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Source  of  Funding  $180,262.00 


PRINCIPAL  GOALS  -  INSURANCE  DIVISION 

The  principal  goal  of  the  Montana  Insurance 
Department  is  to  provide  the  individual  Montana  consumer 
of  insurance  products  with  the  greatest  possible  protection 
while  regulating  the  business  in  such  a  way  as  to  encourage 
the  companies  to  make  essential  insurance  coverage  readily 
available  to  the  public. 
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MAJOR  ACCOMPLISHMENTS  - 

A  total  of  $5,383,425.37  was  collected  in  fees 
and  taxes  during  the  1970-71  fiscal  year  by  the  Montana 
Insurance  Department.   It  is  interesting  to  note  in  the 
past  ten  years  fees  and  taxes  paid  to  this  department  by 
the  insurance  industry  have  risen  117  percent.   A  breakdown 
of  the  1970-71  collections  is  hereby  attached  and  appears 
as  Exhibit  A. 

The  affairs,  transactions,  accounts,  records  and 
assets  of  two  domestic  and  23  foreign  companies  were  examined 
during  the  recent  fiscal  year.   The  examination  staff  processed 
47  applications  by  insurers  desirous  of  doing  business  in 
Montana  and  found  32  acceptable  bringing  to  817  the  total 
number  of  insurance  companies  now  under  the  jurisdiction  of 

0 

the  insurance  department.   During  the  same  period  nine 
companies  withdrew  from  the  state  and  seven  mergers  were 
processed. 

For  the  year  928  agent  qualification  examinations 
were  given  with  152  of  these  being  recorded  at  the  Billings 
testing  site.   Included  in  the  above  figures  were  66  variable 
annuity  examinations. 

One  thousand  seventy  eight  written  insurance 
complaints  and  requests  for  information  were  received,  reviewed 
and  concluded  during  the  year.   It  is  estimated  the  insurance 
department  receives  an  additional  1,800  to  2,000  personal 
and  telephone  inquiries  annually  on  matters  pertaining  to 
insurance  claims,  rates,  policies,  agents  and  companies. 
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Nearly  20,800  policy  forms  and  an  estimated 
5,000  rate  filings  were  received,  reviewed  and  recorded. 
In  addition  an  estimated  56  special  filings  and  rating 
bureau  filings  affecting  a  majority  of  licensed  companies 
were  processed. 

Seventeen  thousand  seven  hundred  eighty  five 
licenses,  including  renewals,  were  issued  last  year. 

A  major  legislative  achievement  during  the  1970-71 
period  was  the  creating  of  a  post  assessment  guaranty 
association  that  will  help  avoid  loss  to  Montana  policy 
holders  and  claimants  because  of  the  insolvency  of  an 
insurer  by  paying  claims  against  insolvent  companies 
through  assessments  of  other  insurers.   The  act  will 
also  materially  assist  in  the  detection  and  prevention 
of  insurer  insolvencies. 

Another  legislative  accomplishment  of 
importance  strengthened  our  insurance  code  by  broadening 
our  control  over  insurance  holding  companies. 
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MAJOR  RECOMMENDATIONS  - 

Program  -  Insurance  Department 

Required  Implementation  Action  -  Budgetary  and 

Legislative 

Category  -  Adding  Services  and  Personnel 

Recommendation:   Establishment  of  a  Rate  Examination  Division 

would  require  a  modest  initial  appropriation.   As  examination 

expenses  are  payable  by  the  insurance  company  being  examined, 

the  program  would  be,  for  the  most  part,  self  supporting.   The 

division  would  be  staffed  at  the  onset  with  one  chief  examiner. 

As  the  program  expands  personnel  commensurate  with  the  desired 

results  would  be  added. 

Discussion:   The  division  would  concern  itself  primarily  with 

0 

reviewing  the  system  of  rates  and  rating  plans  adopted  by  the 
various  companies  doing  business  in  our  state  along  with 
the  audit  of  actual  application  of  rates  in  the  writing  of 
policies.   Company  procedures  relating  to  underwriting  and 
claim  paying  practices  would  also  be  included  in  the  rate 
examination  process. 

Recommendation :   An  additional  $27,000.00  should  be 
appropriated  to  secure  full  time  legal  and  contracted 
actuarial  services. 

Discussion:   As  in  our  last  report  we  continue  to  cite  the 
need  for  legal  and  actuarial  assistance  so  that  the  obligations 
and  duties  of  the  Insurance  Commissioner's  office  may  be 
dispatched  more  efficiently  and  effectively. 
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Recommendation :   A  carryover  recommendation  from  last  year 
would  appropriate  $25,000.00  to  establish  a  branch  office 
to  serve  the  needs  of  eastern  Montana  citizens. 
Discussiont   The  office  would  be  staffed  by  two  examiner 
investigators  and  a  secretary.   It  is  anticipated  the 
office  would  provide  much  needed  assistance  and  service 
to  eastern  Montana  policy  holders  and  claimants.   It 
would  also  provide  a  full  time  facility  for  applicants 
desiring  to  take  agent  qualification  examinations. 
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SERVICES  PROVIDED 

1.  Information  and  assistance  to  the  general 
public  and  insurance  industry  on  matters  pertaining  to 
insurance  claims,  rates,  policies,  agents  and  companies. 

2.  Collection  and  allocation  for  distribution 
of  premium  taxes  from  specified  insurance  coverage  to 
eligible  firemen  relief  associations  and  police  pension 
plans. 

3.  State  bonds  and/or  insurance  certificates 
are  reviewed  to  verify  coverage  and  countersignature 

of  licensed  agents  of  the  surety  company  involved  and  also 

to  confirm  the  authority  of  the  company  official  to  execute 

the  bond  as  Power  of  Attorney,   This  service  is  performed 

for  the  following  state  agencies: 

Highway  Commission 

Fish  S  Game  Commission 

Board  of  Examiners 

Department  of  Administration 

Department  of  Agriculture 

Livestock  Commission 

State  Board  of  Equalization 

Railroad  5  Public  Service  Commission 

4.  Each  year  after  renewals  have  been  processed 
an  individual  listing  is  prepared  from  IBM  cards  and  mailed 
to  each  agent,  with  the  exception  of  individuals  licensed 
for  life  only,  advising  him  of  how  his  license  appears  on 
department  records  and  listing  all  insurers  who  have  renewed 
his  appointment  with  them  for  the  coming  year.   This 
service  has  been  offered  only  the  last  few  years  and  is  of 
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particular  value  to  the  agent  due  to  the  fact  that  the 
only  license  he  holds  is  a  permanent  license  and  unless 
he  has  been  notified  by  the  insurer,  there  is  some 
question  as  to  which  companies  have  renewed  his 
appointments. 
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OBJECTIVES 

As  the  Montana  Insurance  Department  is  not 
essentially  a  "preventive"  agency,  our  objectives  would 
relate  primarily  to  furnishing  additional  services  and 
expanding  those  already  provided.   The  people  effected 
by  the  efforts  of  the  insurance  division  of  the  office 
of  the  State  Auditor  are,  for  the  most  part,  Montana 
citizens  who  produce  and  consume  products  of  insurance. 
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FINANCIAL  RECAP  -  INSURANCE  DIVISION 


Personal  Services  $  98,361.41 

Operations  13,794.83 

Capital  0 

Grants  and  Benefits  0 


Total  Expended  $112,156.24 


Source  of  Funding 

General  Fund  $119,245.00 
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$  5,383,425.37 


INSURANCE  DEPARTMENT 
Fiscal  Year  Ended  June  30,  1971 

Collections  for  the  period 

July  1,  1970  thru  June  30,  1971  $  5,383,425.37 

Detail  of  Receipts 

License  Fees: 
Solicitor  $     1,415.00 

Adjuster  License  Fee  1,190.00 

Appointment  Fee  (Other  than  Life  Agents)  45,696.00 

Temporary  License  Fee  385.00 

Non-Resident  License  Fee  5,118.00 

Vending  Machine  License  Fee  140.00 

Fraternal  Agent's  License  Fee  505.00 

Life  and/or  Disability  Agent's  License  Fee            33,866.00 

Agent's  Qualification  Examination  Fee  8,995.00 

Other  Than  Life  Agent's  License  Fee  1,697.00 

Surplus  Line  Agent's  License  Fee  850.00 

Miscellaneous  Fees  3,033.00          $   102,890.00 

Company  Filing  Fees: 

Motor  Club                                    $  260.00 

Certificate  of  Authority  224,421.00 

Articles  of  Incorporation  Filing  Fee  780.00 

By-Laws  Filing  Fee             .  555.00 

Certificate  Under  Seal  138.00 

Filing  First  Papers  14,250.00 

Service  of  Process  Fees  404.00 

Examination  Expense  981.54 

Filing  Annual  Statements  19,575.00          $   261,364.54 

Taxes: 

Fire  Marshal  Tax  $    72,487.25 

Property  &  Casualty  &  Misc.  Premium  Tax  2,482,574.39 

Marine  Premium  Tax  295.08 

Life  &  Disability  Premium  Tax                     2,445,507.74 

Miscellaneous  Tax  &  Fees  711.56 

Retaliation  Tax  r            17,594.81          $  5,019,170.83 

Total  -  License  and  Tax  Receipts  $  5,383,425.37 

Distribution  of  Receipts 

Distribution  of  all  monies  is  irnde  to  the  Volunteer  Fireman's  Compensation 
Act;  the  Fire  Department  Relief  Associations;  Police  Retirement  and  Training  Funds, 
and  the  State's  General  Fund. 

Final  information  on  the  complete  distribution  breakdown  was  not  possible 
at  press  time  due  to  a  printing  error  in  necessary  forms  used  by  insurance  companies 
for  this  purpose.  Upon  receipt  of  this  final  information  a  complete  accounting  will 
be  made  and  an  addendum  prepared  to  be  attached  to,  and  made  a  part  of  this  report. 
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PRINCIPAL  GOALS  -  INVESTMENT  DEPARTMENT 

The  goal  of  the  office  of  the  Investment  Commissioner 
is  towards  increased  efficiency  for  the  protection  of  investors 
in  securities  against  the  imposition  of  nefarious  and  un- 
substantial schemes  and  the  securities  based  upon  them. 

The  office  of  the  investment  commissioner,  which  is 
under  the  general  supervision  and  control  of  the  State  Auditor, 
the  ex  officio  investment  commissioner,  is  charged  with  the 
administration  of  the  provisions  of  the  Securities  Act  of 
Montana.   Said  Act  provides  for  the  registration  of  securities 
which  are  offered  for  sale  in  Montana;  also,  the  registration 
of  securities  salesmen,  broker-dealers  and  investment 
advisers. 
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MAJOR  ACCOMPLISHMENTS 

Investigations  by  the  department,  as  well  as  the 
exchange  of  information  with  securities  commissioners  of 
other  states  and  the  United  States  Securities  and  Exchange 
Commission,  have  caused  numerous  dubious  offers  and  sales 
of  securities  in  Montana  to  be  halted.   In  several  of  these 
instances,  where  sales  had  been  effected,  the  Department 
gained  full  restitution  for  the  Montana  investor.   It  is 
also  well  to  mention  that  the  department's  liason  with  other 
states  and  the  United  States  Securities  and  Exchange 
Commission  has  also  resulted  in  severly  curtailing  or  stopping 
these  same  sales  and  offers  of  securities  in  other  states 
as  well. 
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OBJECTIVES 

The  investment  commissioner  contemplates  keeping 
a  closer  liason  between  securities  administrators  of  other 
states  and  the  United  States  Securities  and  Exchange  Commission. 
This  will  result  in  valuable  data  being  exchanged,  including 
information  in  respect  to  promoters  and  their  activities  and 
backgrounds  of  applicants  for  registration  as  securities 
salesmen,  broker-dealers  and  investment  advisers.   This  could 
entail  travel  outside  the  state  to  attend  conferences  sponsored 
by  the  Securities  and  Exchange  Commission  and  the  National 
Association  of  Securities  Administrators. 

The  investment  commissioner  contemplates  setting 
up  the  processing  of  the  annual  renewal  of  securities  salesmen 
registrations  by  means  of  IBM  listings  made  up  from  IBM  cards. 
Each  salesman's  individual  registration  would  also  be  reproduced 
from  these  same  IBM  cards. 

Securities  of  240  companies  were  initially  registered 
during  the  1970-71  fiscal,  year  having  a  total  dollar  valuation 
of  $97,749,072  as  compared  with  261  companies  initially 
registered  during  the  1969-70  fiscal  year  having  a  total 
dollar  valuation  of  $76,165,830. 

During  the  year  the  office  also  registered  24  broker- 
dealers  and  two  investment  advisers.  The  office  also  processed 
1,016  securities  salesmen  registrations. 
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INVESTMENT  DEPARTMENT 
Fiscal  Year  Ended  June  30,  1971 


Number  of  Issuers  Registered  240 

Aggregate  Offering  $97,749,072.00 

Number  of  Broker-Dealers  Registered  24 

Number  of  Investment  Advisers  Registered  2 

Number  of  Salesmen  Registered  1,016 
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INVESTMENT  DEPARTMENT 
Fiscal  Year  Ended  June  30,  1971 

Collections  for  the  period 

July  1,  1970  through  June  30,  1971   $103,742.08 

Detail  of  Receipts 

Withdrawal  fee  $   2,650.00 

Filing  Annual  Statement  100.00 

Miscellaneous  Fees  HO. 50 

Issuers  75,391.58 

Broker-Dealers  14,600.00 

Investment  Advisers  800.00 

Salesmen  10 ,160.00 

Total  $103,742.08 
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FINANCIAL  RECAP  -  INVESTMENT  DIVISION 


Personal  Services  $  26,218.02 

Operations  1,283.58 

Capital  147.81 

Grants  and  Eenefits  0 

Total  Expended  $  27,649.41 


Source  of  Funding 

General  Fund  $  29,283.00 
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PRINCIPAL  GOAL  -  STATE  BOARD  OF  HAIL  INSURANCE 

The  principal  goal  of  the  State  Board  of  Hail 
Insurance  is  to  offer  a  low  cost  protection  against  losses 
by  hail  to  Montana  grain  farmers  at  a  price  they  can  afford. 
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PRINCIPAL  OFFICE  AND  OFFICERS 


STATE  BOARD  OF  HAIL  INSURANCE 


OFFICER 

TERM  OF  OFFICE 


HOME  ADDRESS 


MAURICE  W.  SMITH,  ADMINISTRATIVE  OFFICER 


1516  6th  AVE.  E 
HELENA,  MT.     59601 


ADRIEN  R.  LONG,  CHAIRMAN 
4-18-69   -   4-18-72 


WOLF  POINT,  MT.  59201 


THOMAS  A  DEVENY,  MEMBER 
4-18-71   -   4-18-74 


FORSYTH,  MT.     59327 


JAMES  W.  STEPHENS,  MEMBER 
4-18-70   -   4-18-73 


DUTTON,  MT. 


59433 


ALEX  13-  STEPHENSON,  MEMBER 
Ex-  Officio 


928  11th  AVE, 
HELENA,  MT. 


596011 


GEORGE  T.  LACKMAN,  MEMBER 
Ex-  Officio 


2023  8th  AVE 
HELENA,  MT. 


59601 


PRINCIPAL  OFFICE 


502  LAMBORN,  HELENA,  MT. 


59601 
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MAJOR  RECOMMENDATIONS 


RECOMMENDATIONS 

(1)  DELETE  OR  AMEND  SECTION  82-1515  R.C.M.  1947,  REQUIRING  THE  BOARD  TO 
HIRE  THREE  ADJUSTERS  FROM  EACH  COUNTY. 

(2)  AMEND  SECTION  82-1507  TO  INCREASE  RESERVE  FUND  FROM  $1,200,000.00  TO 
$1,500,000.00. 

DISCUSSION 

(1)  SECTION  82-1515  R.C.M.  1947,  REQUIRES  THREE  ADJUSTERS  BE  HIRED  FROM  EACH 
COUNTY  OR  ONE  HUNDRED  AND  FIVE  ADJUSTERS  FROM  THE  THIRTY  FIVE  COUNTIES 
PROVIDING  HAIL  INSURANCE.   PAST  EXPERIENCE  HAS  PROVEN  THAT  TEN  QUALIFIED 
ADJUSTERS  CAN  AND  HAVE  HANDLED  ALL  LOSSES  SATISFACTORLY. 

(2)  SECTION  82-1507  PROVIDES  THE  RESERVE  FUND  NOT  EXCEED  $1,200,000.00. 
THE  POSSIBILITY  OF  HEAVY  LOSSES  THAT  HAVE  BEEN  EXPERIENCED  IN  PAST  YEARS 
COULD  ENDANGER  THIS  FUND.   IT  IS  RECOMMENDED  THE  RESERVE  FUND  BE  INCREASED 
TO  $1,500,000.00. 
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DETAIL  STATEMENT  -  RISK,  LEVY,  LOSSES  &  LOSS  RATIOS 


COUNTY 

p,-fv  "~--n 

Elaine 
.Carter 

Cascade 

Chouteau 
•Daniel s 

Dawson 

Fallon 

Fergus 

Garfield 

Glacier 

Golden  Valley 

Hill 

Jefferson 

Judith  Basin 

Lewis  &  Clark 

Liberty 

McCone 

Mussel shel  1 

Phillips 

Pondera 

Powder  River 

Prairie 

Richland 

Roosevelt 

Sheridan 

Stillwater 

Teton 

Toole 

Treasure 

Valley 

Wh eat  land 

Wibaux 

Yel lowstone 


1971  RISK 


1971  LEVY 


$    269 

,862.00 

295 

,684.00 

32 

159.60 

33 

493.00 

1,214 

589.78 

450. 

683.00 

367 

039.35 

418 

789.59 

656 

497.80 

198 

919.00 

155 

982.00 

44 

203.00 

727. 

528.20 

3 

600.00 

475. 

044.00 

2 

802.40 

919 

230.16 

1,171. 

659.00 

7 

468.00 

172. 

285.71 

160. 

060.00 

133 

357.48 

177 

996.15 

824. 

481.40 

293. 

120.00 

827. 

969.00 

52 

726.00 

560. 

060.60 

444. 

366.00 

6. 

264.00 

315. 

055.00 

13. 

268.00 

52. 

182.00 

19 

916.00 

27 

30 

3 

2 

91 

36 

36 

42 

61 

18 

10 

4 

58 

44 

75 
117 

14 
10 
13 
17 
83 
23 
65 
4 
35 
37 

31 
1 
4 

,2 


,486.67 
,823.68 
,225.36 
,380.22 
,265.32 
,140.75 
,586.83 
,186.38 
,551.05 
,356.74 
,947.15 
,546.56 
,694.99 

207.36 
,695.35 

174.50 
,553.28 
,499.88 

871.00 
,464.17 
,351.66 
,478.10 
,875.46 
,280.78 
,163.98 
,803.46 
,824.70 
,408.34 
,374.21 

613.68 
,715.93 
,397.18 
,693.36 
J05.18 


1971   LOSSES 

$  864.72 

48,620.02 

8,211.81 

850.48 

5,489.51 

5,919.37 

18,583.99 

31,116.94 

2,275.55 


99,754.48 

30,336.41 

34,659.75 
80,207.36 

6,099.32 

5,456.35 

33,767.80 

1,064.64 

5,540.59 

112,246.80 

2,749.69 

13,249.27 

19,104.29 
218.40 


RISK  vs 
LOSS   RATIO 


16 

25 


14 

6 

4 
7 

4 

3 

25 


2 

14 


37 
1 


$  11,498,341.22 


$1,009,743.26   $  566,387.54    4.97o 


LEVY  vs 
LOSS  RATIO 

3  % 
150 
254 

1 
15 
16 
44 
50 
12 


70 

68 

46 
68 

42 

53 

250 

1 

24 

170 

7 

42 

407 
10 
56.1  7o 
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BUSINESS  SUMMARY  FOR  1971. 

TOTAL  RISK  WRITTEN  $  1 1 ,498,  341 .  22 

PREMIUM  CHARGE  1 , 009 , 743 . 26 

LOSSES  PAID   566,387.54 

POLICIES  ISSUED  3,078 

ACRES  INSURED  1,051,764.8 

AVERAGE  ACRES  INSURED  PER  POLICY  341 . 7 

ACRES  REPORTED  DAMAGED  107,146.1 

LOSSES  FILED  418 

DAYS  WITH  HAIL   49 

LOSS  RATIO   56  % 

AVERAGE  RATE   CHARGED      8 .  87Q 
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TOTAL  RISK  BY  KINDS  OF  GRAIN  1971 

Winter  Wheat $  4,746,713.24 

Spring  Wheat 4,695,567.25 

Oats 159,r:37.20 

Flax 936.00 

Barley 1 ,850,607.53 

Beans 4,896.00 

Speltz 960.00 

Saf  flower 16,608.00 

Grass  Hay.: 14,040.00 

Alfalfa  Seed 4,140.00 

Beets 1,140.00 

Corn 1 ,276.00 

Grass  Seed 1,920.00 


$  11,^98,341.22 


TOTAL  ACRES  INSURED  1971 

Winter  Wheat 421,811.0 

Spring  Wheat 420,839.5 

Oats 13 ,596. 6 

Flax 78.0 

Barley 191 ,786.7 

Beans 282.0 

Speltz 80.0 

Saf  flower 1 ,384.0 

Grass  Hay 1,170.0 

Alfalfa  Seed 345.0 

Beets 114.0 

Corn 118.0 

Grass  Seed 160.0 


1,051, 764. 8 


LOSSES  BY  KIND  OF  GRAIN 


Winter  Wheat c $  199,414.28 

Spring  Wheat 295,2:1.69 

Oats 8,505.60 

Barley 60,252.22 

Beans 156.00 

Beets 959.00 

Corn o  82.04 

Saf  flower 1,786.71 


$   566,387.54 
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1962  -  1971   RISK   LEVY   LOSSES       STATE  BOARD  OF  HAIL  INSURANCE 


YEAR  RISK 

:r;:z  $  8,593,193.00 

1963  7,346,940.00 

1964  7,460,764,84 

1965  7,060,926.91 

1966  6,284,516.42 

1967  7,598,826.39 

1968  8,987,832.76 

1969  9,300,923.81 

1970  8,422,973.51 

1971  11,498,341.22 


NO. 

NO. 

LEVY 

LOSSES 

LOSSES 

POLICIES 

$   690,336.00 

$  958,754.00 

965 

3198 

602,995.00 

939,205 

1055 

2536 

641,785.81 

728,386.33 

716 

2609 

620,242.17 

550,468.22 

568 

2323 

554,415.59 

322,876.92 

316 

2081 

668,902.51 

140,143.98 

153 

2234 

780,046.12 

390,770.99 

478 

2587 

826,680.32 

541.089.23 

483 

2911 

748,659.26 

296,766.84 

467 

2657 

1,009,743.26 

566,387.54 

418 

3077 
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INVESTMENTS  &  EARNINGS  OF  THE  HAIL  INSURANCE  FUND 


AMOUNT 


INTEREST 
RATE 


MATURITY 
DATE 


INTEREST 
RECEIVED 


450,000.00 
400,000.00 
350,000.00 


5  3/8  % 

6  % 
6     1 


7-22-76 
10-21-71 
10-21-71 


24,187.50 
24,000.00 
21,000.00 


$  1,200,000.00 


$   69,187.50 
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PROGRAM  COSTS  BY  OBJECT  OF 
EXPENDITURE  AND  SOURCE  OF  FUNDING 
1970-1971  FISCAL  YEAR 


PROGRAM 


OBJECT  OF  EXPENDITURE 


PERSONAL  SERVICE  $   32,010. 

OPERATIONS  24,448. 

CAPITAL 207  , 

GRANTS  &  BENEFITS   849 . 294. 


TOTAL  EXPENDED  •  $  905 ,959 


SOURCE  OF  FUNDING 


HAIL  INSURANCE  ACCOUNT  $  849,294, 

HAIL  INSURANCE  ADMINISTRATION  ACCOUNT  56,665, 
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TOTAL  FUNDING  $  905,959 


PROGRAM. INVENTORY  AND  COST  SUMMARY 


Administration  (Hail  Insurance)       $909,959.00 
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MAJOR  ACCOMPLISHMENTS 

The  major  accomplishment  of  the  State  Board  of 
Hail  Insurance  was  to  give  Montana  grain  farmers  protection 
against  loss  by  hail  at  a  low  cost. 

An  ample  refund  has  been  returned  to  the  farmers 
for  the  last  several  years  after  all  losses  and  expenses 
have  been  paid.   The  operation  of  the  hail  insurance  program 
has  brought  about  much  better  conditions  in  the  hail  insurance 
field  -  mainly: 

1.  Lower  costs  for  hail  insurance 

2.  Better  hail  insurance  contracts 

3.  Improved  adjusting  methods 

Our  agency  has  shown  a  very  substantial  increase 
in  writing  hail  insurance  and  our  relationship  with  the 
independent  hail  insurance  companies  has  improved  greatly 
the  last  few  years. 
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STATE  BOARD  OF  HAIL  INSURANCE 
ADMINISTRATION 

SERVICES  PROVIDED,   Hail  insurance  at  a  minimum 
cost  to  all  Montana  grain  farmers.   Any  farmer  who  applies 
to  his  county  assessor  for  hail  insurance  with  the  state 
hail  fund  and  who  meets  the  requirements  of  not  having  more 
than  one  year's  delinquent  premium  against  his  real  estate 
is  issued  a  policy.   This  results  sometimes  in  a  very  high 
liability  in  certain  areas  which  greatly  increases  the  risk 
assumed  by  this  board  and  makes  an  ample  reserve  fund  vitally 
necessary  to  pay  all  losses  in  full. 

The  reserve  fund  of  $1,200,000.00  which  is  invested 
in  short  term  government  securities  was  built  up  entirely 
from  the  surplus  in  annual  premiums  paid  voluntarily  by 
Montana  grain  growers.   At  the  end  of  the  season  loss  claims 
are  paid  in  full.   One  percent  of.  the  gross  levies  collected 
is  paid  annually  to  the  various  county  assessors  to  cover 
their  expenses  in  collecting  the  levy  for  the  state.   Two 
percent  of  the  gross  annual  levies  collected  is  transferred 
to  the  general  fund  annually.   Any  surplus  fund  is  returned 
to  each  policy  holder  on  a  percentage  basis.   No  general  fund 
money  is  involved  in  financing  this  program. 

OBJECTIVE.   The  objective  of  the  State  Board  of 
Hail  Insurance  is  to  give  our  farmers  the  best  service 
possible  by  having  their  losses  adjusted  promptly  by  competent 
adjusters  and  paying  proven  losses  in  full. 

Specific  target  group  is  the  grain  farmers  of 

Montana. 


ACHIEVEMENTS 

The  success  of  the  State  Board  of  Hail  Insurance 
depends  on  a  satisfied  policy  holder.   This  has  been  achieved 
by  our  past  services  and  proven  by  a  steady  growth  of 
business.   Relationship  to  the  independent  hail  insurance 
companies  has  been  greatly  improved.   Their  cooperation  is 
beneficial  to  a  satisfactory  loss  adjustment. 

In  the  fifty-three  years  of  existence,  this 
agency  has  been  self  supporting. 
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PRINCIPAL  GOALS  -  FIRE  MARSHAL 

Purpose  is  to  upgrade  fire  safety  within  the  State 
of  Montana  and  reduce  loss  of  life  and  property.   Presently 
the  program  is  about  50%  effective. 

It  is  planned  eventually: 

That  all  institutional,  public  assembly,  hospitals, 
nursing  homes,  hotel  and  State  buildings  will  receive  a 
thorough  inspection  annually  with  assistance  for  corrective 
measures.   Currently  this  is  being  done  except  for  buildings 
for  public  assembly. 

That  all  industrial  hazardous  facilities  will  be 
made  reasonably  safe.   A  program  study  is  underway. 

That  a  meaningful  reporting  of  fire  loss  information 
will  become  a  rea?  ity  so  that  the  program  can  be  given  better 
direction.   A  target  date  of  1973  has  been  set. 

That  people  involved  in  remodeling  and  building  of 
structures  will  comply  with  safe  standards  so  that  in  the 
near  future  buildings  occupied  by  the  public  will  be  reasonably 
fire  safe.   This  program  is  almost  100%  effective. 

That  the  growing  incide.  2e   of  arson  fires  can  be 
reduced  to  a  minimum. 
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PROGRAM  OBJECTIVES  -  FIRE  MARSHAL 

Objectives  of  the  Fire  Marshal  program  are  to: 

Improve  life  safety  in  all  state  institutions, 
hospitals,  nursing  homes,  day  care  centers,  hotels,  public 
assembly,  business,  industrial  buildings  and  day  to  day 
activities . 

Promulgate  rules  as  needed  for  public  safety  from 
fires  and  require  conformance  to  rules. 

Regulate  explosives  so  that  problems  are 
minimized. 

Eventually  reach  a  point  where  all  plans  and 
specifications  for  construction  of  all  institutions,  public 
assemblies,  transient  occupancies,  hazardous  occupancies  and 
state  buildings  can  be  reviewed  carefully. 

Survey  all  flammable  liquid  facilities  and  bring 
up  to  conformance  in  the  near  future. 

Inspect  and  order  removal  or  correction  of 
dilapidated  buildings. 

Investigate  all  suspicious  fires  and  follow  through 
on  prosecution  effectively. 

Accumulate  and  distribute  fire  loss  statistics  and 
fire  prevention  information. 

Provide  reliable  consultation  service  for  architects, 
builders,  fire  departments,  government  officials,  public 
and  others  on  matters  pertaining  to  fire  safety. 
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FINANCIAL  RECAP  -  FIRE  MARSHAL  DIVISION 

Personal  Services  $  34,066.70 

Operations  13,047.54 

Capital  0 

Grants  and  Benefits  0 
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Total  Expended  $  47,114.24 


Source  of  Funding 

General  Fund  $  47,878.00 


PRINCIPAL  GOALS  -  CENTRAL  PAYROLL 

The  Central  Payroll  division  of  the  office  of 
the  State  Auditor  has  the  following  goals  and  objectives; 

1.  To  establish  and  operate  a  uniform  central 
payroll  system  for  all  state  agencies; 

2.  To  provide  for  uniform  paydays  for  state 
employees;  and 

3.  To  establish  and  maintain  a  payroll  roster 
for  all  persons  employed  by  agencies  of  the  State  of 
Montana. 
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MAJOR  ACCOMPLISHMENTS 

Completion  of  an  extensive  study  and  initial 
redesigning  of  the  payroll  system  to  include  the 
following  items  of  improvement: 

a.  Replacement  of  "pre-payroll  register"  with 
a  "time  sheet"  to  provide  greater  accuracy  in  timekeeping 
and  coding,  as  well  as  presenting  a  more  distinct  reflection 
of  work  performed  by  each  employee. 

b.  Implementation  of  an  "employee  master  record" 
to  allow  change  in  an  employee's  record  without  necessitating 
further  documentary  input,  except  in  the  case  of  new  employees, 
terminations  and  U.  S.  savings  bonds.   The  new  form  will 

also  carry  all  information  previously  shown  on  the  "calculated 
detail  listing"  as  well  as  employer  benefits  for  each  code 
breakdown  eliminating  the  necessity  for  the  previous  "monthly 
employee  master  record  listing",  "calculated  detail  listing", 
"state  deductions  report"  and  "annual  employee  data 
register" . 

c.  Payroll  files  have  been  expanded  to  properly 

handle  the  following: 

State  accounting  system  code  structure 

Personnel  data 

Excludable  sick  pay 

Other  cc.-.ipensation 

Annuities 

Employee  home  address  and  separate  address  for  warrant 

d.  In  addition  to  checking  the  validity  of  the 
codes  assigned  by  the  agencies  for  the  expenditure  of  personal 
services,  the  new  system  will  examine  the  current  balance 

of  the  fund  and  appropriation  to  make  certain  funds  are 
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available  for  the  expenditure.   The  above  will  result 
in  direct  input  into  the  state  accounting  system  instead 
of  indirect  input. 

The  Central  Payroll  division  has  maintained  a 
uniform  payday  for  employees  on  the  biweekly  payroll 
system  since  its  beginning  July  1,  1969,   Payroll  warrants 
have  been  available  at  the  State  Auditor's  office  on 
Thursday  every  other  week  for  distribution  by  each  agency. 

Since  January  1,  1970,  the  Central  Payroll 
division  has  used  magnetic  tape  to  submit  payroll  data 
to  the  social  security  administration  and  W-2  form  data 
to  the  U.  S.  Internal  Revenue  Service  at  Ogden,  Utah. 
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MAJOR  RECOMMENDATIONS 

The  Central  Payroll  division  has  operated 
with  three  employees  since  July  1,  1969,  although 
since  January  1,  1970,  the  number  of  employees  paid  has 
grown  38%  and  the  number  of  state  agencies  using  this 
service  has  increased  27%.   With  total  installation  of 
the  new  system  additional  personnel  will  be  needed  to 
assist  and  instruct  payroll  clerks  of  each  state  agency 
in  properly  activating  the  system  to  achieve  all  desired 
results,  therefore  for  the  sake  of  simplifying  both 
agency  budgeting  and  the  Central  Payroll  billing  procedures, 
we  would  recommend  the  Central  Payroll  division  be  self- 
supporting  and  bill  each  agency  for  payroll  services  on 
a  per  employee  per 'month  basis.   A  limit  of  no  more  than 
$1.00  per  employee  per  month  could  be  set. 

One  insurance  program  for  all  employees  would 
be  beneficial  to  both  the  State  of  Montana  and  its 
employees. 
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PROGRAM  OBJECTIVES 

In  addition  to  performing  the  payroll  function 
for  state  agencies,  it  is  the  desire  of  the  Central  Payroll 
division  to  make  additional  information  available • for  state 
and  agency  use.   Such  additional  information  could  include 
payroll  cost  development,  personnel  data  and  budgeting  data. 

The  goals  of  the  Central  Payroll  division  have  been 
achieved.   The  development  of  the  new  payroll  system  has 
been  scheduled  to  go  into  effect  within  the  next  six  months. 
The  new  system  will  result  in  the  achievement  of  the 
program  objectives. 

Nine  new  agencies  were  added  to  the  Central  Payroll 
system  during  1969-70.   During  the  1970-71  fiscal  year,  three 
new  agencies  have  been  included  on  the  system.   During 
1969-70  2,664  employees  were  added  and  649  employees  of 
the  State  of  Montana  were  added  during  1970-71. 

The  state's  calculated  share  of  insurance  is  on 
the  payroll  system  and  this  year  the  Industrial  Accident 
insurance  is  also  included. 


-43- 


FINANCIAL  RECAP  -  CENTRAL  PAYROLL  DIVISION 


Personal  Services  $23,478.62 

Operations  65,533.69 

Capital  0 

Grants  and  Benefits  0 


Total  Expended  $89,012.31 


Source  of  Funding 

General  Fund  $62,300.00 

Revolving  Fund  .- 
Central  Payroll  Account     40,500.00 

$102,800.00 
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